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THERE are many excellent tables 
in common use that give the 
value of an annuity at most 
practical rates of interest, so 
that direct computation by log­
arithms is unnecessary, save 
in exceptional cases. But such 
tables generally give the value
of an annuity where the time of payment coin­
cides with the interest period; that is, for a 
half-yearly annuity at half-yearly interest, or 
for a yearly annuity at
yearly interest.
The purpose of this arti­
cle is to explain how the 
usual tables can be used to 
obtain other values than 
those given. For example, 
suppose that it is desired to 
know the present value of 
an annuity of $1,000, pay­
able at the end of each of 
thirty years, the rate of in­
terest being 4 per cent. per 
annum, convertible semi­
annually, or 2 per cent. for 
the half-year. We first find 
the value of an annuity of 
$1, payable in two half- 
yearly instalments of fifty 
cents each. This is the 
same as a yearly annuity of
fifty cents for sixty years at 2 per cent. yearly. 
The tables give the value of an annuity of $1 for 
sixty years at 2 per cent. as $34.76089; hence, the 
value of an annuity of fifty years is one half of 
this amount, or $17.38044.
The next requirement is to find the relation 
of an annuity of $1, payable yearly, to the same 
annuity payable in two instalments of fifty 
cents each, the rate of interest being the same 
in both cases. This relation is the same as that 
of the nominal rate to the effectual rate per 
annum, and it is independent of the number of 
years of the annuity. In the above case, the 
nominal rate is 4 per cent. and the effectual rate 
is 4.04 per cent. Dividing the latter by the
former gives 1.01, which is the divisor that will 
convert a half-yearly annuity into a yearly an­
nuity, the rate being 4 per cent. nominally. We 
have seen that a half-yearly annuity, in the pres­
ent case, is worth $17.38044, and this divided by 
1.01 gives $17.20836, which is the value of an 
annuity of $1, payable yearly. Multiplying the 
last amount by 1,000 gives the required value, 
or $17,208.36.
The usual method of obtaining the effectual 
rate is to multiply the half-yearly ratio—in this 
case, 1.02—by itself, then 
deduct 1. But a simpler 
way is to add to the nomi­
nal rate one fourth of its 
square. It is not necessary, 
however, to determine the 
effectual rate. What is de­
sired is the ratio for divid­
ing the half-yearly annuity, 
and this is equal to 1 plus 
one fourth the nominal 
rate, in all cases.
When the fractional part 
of the ratio consists of a 
single integer, the division 
can be made readily in the 
following manner:
Yearly 
Annuities 
at Half- 
yearly 
Interest
By 
E. S. 
Thomas, 
C.P.A.
Dividend ............ 17.38044
deduct:
1 per cent. .. 17380
17.20664
add: 1 per cent. of deduction........  174
17.20838
deduct: 1 per cent. of 174................ 2
Quotient ............................................ 17.20836
This method of division will be found con­
venient in many other cases. Example, 3,276,486 
divided by 618. Dividing each by 600 does not 
change the relation. Therefore, 3,276,486 di­
vided by 618 is the same as 5,460.81 divided by 
1:03. To perform the division in this case, we 
proceed in the following manner:
Dividend divided by 100 .................... 32,764.86
divided by 6.......................................... 5,460.81
deduct: 3 per cent................................ 163.82
5,296.99
add: 3 per cent. of 163.82.................... 4.91
5,301.90
deduct: 3 per cent. of 4.91................ .15
Quotient ............................................ 5,301.75
The last figure is slightly in error by reason 
of rounding off. By adding ciphers to the divi­
dend and continuing the process of alternately 
deducting and adding, the result may be deter­
mined to any required degree of accuracy.
The above method can be used to advantage 
in all cases where the divisor consists of three 
figures, and the second and third figures are 
divisible by the first figure without a remainder; 
for instance, 416, 525, 612, 624, 714, 721, 728, 816, 
918, 927, etc.
Other articles of practical use will follow in 
due course, and students are advised to master 
each subject.
Note by Editor. We take great pleasure in 
publishing the foregoing article, which is the 
first of a series that is being written for The 
Pace Student by E. S. Thomas, Esq., C.P.A., 
president of the State Board of Accountancy, 
of Ohio. Mr. Thomas, who is one of the best 
known practitioners of Accountancy, has al­
ways taken a great interest in educational mat­
ters, and has always stood ready to lend assis­
tance to any young man or woman seeking an 
Accountancy education. We take pleasure in 
quoting a letter from Mr. Thomas, bearing date 
of May 27th, leading up to the preparation of 
the series of articles, as follows:
“Your excellent little Magazine—The Pace 
Student—should be, and doubtless is, of great 
assistance to students of Accountancy. By rea­
son of the many timely and suggestive articles 
contained therein, others than students may find 
a perusal of the Magazine profitable.
“But it has frequently occurred to me that 
you might make your Magazine more useful to 
students by treating of a subject in which many 
accountants are deficient, much to their dis­
credit. I refer to mathematics as applied to the 
accountancy of investments. Notwithstanding 
that excellent text-books are extant, this sub­
ject is not as well understood as it should be.
“At one of its examinations, this Board sub­
mitted six sample problems, the solution of
which required only an elementary knowledge 
of the subject, and, much to my surprise, not a 
single examinee made a showing that was cred­
itable.
“There is no good reason why an accountant 
should not be informed on a matter of this kind. 
I had been told that accountants make use of 
tables when they wish to determine the value 
of an annuity, etc. My answer was that tables 
do not suffice in all cases, such as annuities 
payable annually at semi-annual rates, and the 
reverse. Besides, the tables may not include the 
given rate. In such cases, it is generally neces­
sary to resort to logarithms, or to interpolation, 
if the interval between the rates is not too great.
“I hope this suggestion will meet with your 
favor, especially as examining boards manifest 
a disposition to ask questions relating to the 
subject of annuities, etc.”
AN interesting letter has been received from 
  Captain L. H. DeBaun, formerly an execu­
tive on the staff of Pace Institute, now with the 
American Army in France. Captain DeBaun’s 
letter gives an illuminating sidelight on the 
American way of doing things. Parts of the 
letter follow:
“When we closed up the Second Corps 
Schools a little over a month ago, I was ordered 
to Paris to study advanced radio work at the 
French École Militaire. Our work was carried 
on at the Invalides, Eiffel Tower, the Ecole 
Superieure de 1’Électricité, and at the Sorbonne, 
and has been extremely valuable and interesting, 
as it is very largely practical laboratory work, 
and studies of the best French wireless stations. 
The course runs till July 1st, when the class of 
about fifty-five Signal Corps officers expects to 
return home to the States.
“About two weeks ago, however, I was de­
tached from the class, and put to work on the 
Inter-Allied games, which begin June 22nd and 
run to July 5th. I am in the section charged 
with organizing and running decorations, cere­
monies, and parades, and we are pushed to the 
limit to get everything ready in time.
“The Y.M.C.A. started to put on the show, 
and contracted with a French firm to build a 
stadium for the games at Joinville-le-Pont, a 
short distance outside the Vincennes gate. The 
French firm fell down on the job, and threw up 
the contract, saying it could not be finished in 
time; so the Army took hold, turned the engi­
neers loose, and to-day it is practically finished, 
built by army troops, working twenty-four 
hours a day in three eight-hour shifts, and 
applying American time- and labor-saving 
methods.
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L. H. 
DeBaun
Otto W. 
Muller
ASSISTANT general 
sales manager”—this is 
the position which Otto 
W. Muller, a Pace 
graduate, has won for
himself within three years with 
The Hammond Steel Company, Inc., 
Syracuse, N. Y., a large organiza­
tion which specializes in the manu­
facture of high-grade electric tool 
and alloy steels.
Mr. Muller was born twenty- 
eight years ago, in Buffalo, N. Y. 
After graduating from grammar 
school at the age of fifteen, he had 
to go to work—his wages were 
needed at home. His first job was 
as a machinist’s helper in the 
Pierce-Arrow automobile factory, 
at Buffalo. Here he worked in 
overalls and jumper till 1908, never 
bothering about soiling his clothes 
or his hands.
Then he went into office work, as 
an estimator of returns with the 
Buffalo and Lake Erie Traction 
Company, where he remained for 
two years. During this time he 
worked up through an office of 
thirty-four people to be assistant 
to the general auditor.
While with the traction company, 
Mr. Muller enrolled in the Buffalo 
School of Accountancy, conducted 
as part of the educational work of 
Central Branch, Y.M.C.A. (Pace 
Courses), from which he graduated 
two and a half years later, in 1912, as 
a result of his systematic night study.
Wishing to get some practical 
experience in Accounting, Mr. Mul­
ler had no sooner got well into the 
Course than he joined the profes­
sional accounting staff of W. J. 
Gunnell, C.P.A., Buffalo, who has 
had for years one of the largest 
practices in that city. Mr. Muller 
stayed with Mr. Gunnell for nearly 
three years, his developing ability 
being rewarded by his advancement 
from junior to senior.
After this valuable experience 
with Mr. Gunnell, Mr. Muller with­
drew for several months from prac­
tically all daily work in order to 
prepare for the Regents’ Examina­
tions, for his purpose was to get 
the state C.P.A. degree. He secured 
nearly all the 60 Regents’ counts 
which were required at that time.
Mr. Muller then entered the em­
ploy of Chamberlin & Bixby, public 
accountants, Buffalo, with whom he 
remained for nearly a year.
His next vocational change oc­
curred when he gave up the public 
practice of Accountancy and be­
came office manager for The De­
laney Forge & Iron Company, Buf­
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falo. Here he remained for three 
years—from 1913 till 1916, resign­
ing only because of the larger 
opportunity which The Hammond 
Steel Company gave him.
Mr. Muller’s success shows what 
pluck—downright grit—can accom­
plish. He was earning forty-five 
dollars a month ten years ago. 
Last year his monthly income was 
just a little short of thirty times 
as much; and he is still under thirty 
years of age.
When he took up his Account­
ancy studies, he earned his tuition 
by acting as text attendant and
Otto W. Muller
Assistant General Sales Manager, 
The Hammond Steel Company, 
Inc., Syracuse, N. Y.
clerk at the Buffalo School of Ac­
countancy, for he couldn’t afford 
the Course otherwise. But he never 
let go—his objective was set, and 
he kept forging toward it, no matter 
how hard the struggle.
Two other assets besides pluck 
Mr. Muller had and still has in 
noticeable degree—good health and 
a splendid personality. A big, up­
standing man, well over six feet, he 
gives off power whenever he walks 
into a room, but it is a kind of 
power which attracts people. His 
smile—which, since he is now in 
the steel business, has, not inap­
propriately, been likened to Mr. 
Schwab’s—is of the kind that just
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won’t come off, no matter how 
earnest he is or how important the 
subject that he is discussing. His 
ability, pluck, and personality have 
already brought opportunity to him 
at an early age.
Mr. Muller waxes enthusiastic 
when the value of the study of Ac­
countancy is the topic of conversa­
tion.
“Whatever success I am having,” 
he says, “is not due to a scientific 
knowledge of the steel business; it 
is due, rather, to a knowledge of 
systematic methods of conducting 
any kind of enterprise—a knowledge 
that I secured largely from my 
Accountancy studies.
“I don’t care what kind of busi­
ness a man is going into—what­
ever it is, Accountancy will give 
him a mastery of principles and 
procedures that will show him how 
his business stands and where it is 
tending.
“As I view the matter, Business 
has become a science—it is gov­
erned by laws and rules that are 
always operating, and it has methods 
and procedures that rest on these 
principles.
“The business man who is ignorant 
of these principles—legal, account­
ing, economic, financial, and man­
agerial—is always at a great dis­
advantage, and often he is in danger 
of steering his business into bank­
ruptcy. He is like a mariner who 
is trying, without a compass, to 
steer his ship through a fog into 
the harbor.
“So far as this matter of study is 
concerned, it isn’t enough, in my 
opinion, for a man to master simply 
the specialized procedures of a par­
ticular concern. He ought to try 
to get a broad idea of what Busi­
ness is and how its basic principles 
operate. Doing this, he acquires a 
value that he can market, so that the 
problem of shifting from one con­
cern to another, if the opportunity 
comes, won’t cause him the uncer­
tainty that is usually the case.
“I have personally found that the 
study of Accountancy has given me 
this broad and, I believe, funda­
mentally accurate conception of 
business objectives and methods. I 
regard my course in Accountancy 
as being the greatest single invest­
ment that I ever made.”
When a young man achieves such 
notable commercial success as Mr. 
Muller has won, especially in the 
face of handicaps and obstacles, his 
words are worth heeding—they 
point a far weightier moral than 
could be advanced by pages of 
flawless argument.
Who’s
Who
Biograph­
ical
Sketches 
of Men of 
Affairs
Law
Depart­
ment
John T. 
Kennedy, 
LL.B.
Infants'
Contracts
Profes­
sional
Deport­
ment
ONE of the funda­
mental errors of 
the law student is 
the tendency to re­
gard the law respecting infants
as denying something to the in­
fant. In reality, the law ex­
tends a helping hand to the 
infant. Once the student realizes the funda­
mental reasons for the legal distinctions regard­
ing infants, the various rules become compara­
tively simple.
Infants may be regarded as the wards of the 
law. The rules of contracts respecting infants 
are designed to protect them. They are not 
deemed sufficiently mature to bargain with pre­
sumably more experienced adults. Beyond ques­
tion, many infants would be taken advantage of 
if they were held to agreements made with 
them by older persons.
As for necessaries, the contracts of an infant 
are held to be valid, Which again is designed to 
help the infant. If an infant could not legally 
contract as to necessaries, then the infant might 
be embarrassed in obtaining things that may be 
needed. It will be recalled that if the price 
charged is exorbitant, then the law protects the 
infant to the extent that only a reasonable price 
need be paid. For this reason, many legal writ­
ers do not regard the rule respecting neces­
saries as being an exception to the voidability 
of infants’ contracts.
The fact that the infant, and the infant only, 
may avoid the contract bears out this statement 
that the rule is for the protection of the infant. 
In this sense, the contract is voidable—that is, 
susceptible of being avoided by one of the 
parties—and not void in its inception.
Moreover, the attitude of the courts as to the 
return of consideration in connection with the 
avoidance of the contract illustrates this ten­
dency. It must be confessed that the cases are 
conflicting. If the infant has not the considera­
tion, the courts are less disposed to grant an 
avoidance should the contract be executed. 
Should the contract be executory as to the 
infant, as where the infant is to pay a sum of 
money, then the courts are more disposed to 
grant an avoidance, even if the infant can not 
return that which he or she received.
Thus, practically every rule regarding in­
fants points to the fact that the law is designed 
to protect them and not to deny them a right.
ALL professional Accountancy firms rightly 
  attach much importance to rendering as 
high a degree of service as possible to their 
clients. With that purpose in view, these firms
often issue a series of general and 
specific instructions to the members 
of their respective staffs—instruc­
tions which are expected to be 
strictly observed. The following is an instruc­
tion sheet which one well-known firm of ac­
countants issued to its subordinates; it is sub­
mitted because of its suggestive value to those 
who are planning to enter the professional prac­
tice of Accountancy:
To All Employees. For the benefit of all 
concerned, and especially the new employees 
coming into this organization, the following 
general instructions are issued:
Engagements out of the Office. When on 
such work, our accountants shall make their 
working hours conform to the office hours of 
the client’s, as far as possible; arrangements 
should be made, when condition and urgency 
demand, to work at night or overtime when­
ever practical, but in no case shall the overtime 
work operate against the best interests of the 
client, or to the detriment of the accountant; it 
is of prime importance that the accountant shall 
be physically and mentally fit when taking up 
each day’s work, and, therefore, only such over­
time should be made as will not conflict with his 
reporting for work at the regular hour; the 
same general thought is apropos as to personal 
conduct outside of working hours.
Engagements and Work in the Office. The 
attention given to engagements and general 
work handled in this office must be on the same 
basis, and with the same interest, as if handled 
in a client’s office; it is extremely easy to over­
look this, and, almost unconsciously, time runs 
up against the client which is not commensu­
rate with service rendered.
All who work in the office must report early 
enough to get preliminary details out of the 
way and be ready for the day's work at nine 
o'clock in the morning; what has been said 
under the previous heading, as to overtime work 
and conduct outside of office hours, which have 
an influence on personal fitness for the follow­
ing day’s work, is equally important in relation 
to work in the office.
Signed Time-Cards. Whether or not these 
should be obtained will be decided by whoever 
is in charge of the particular engagement.
General. Don’t start an engagement by try­
ing to tell the client, or his employees, how wise 
you are or how incompetent or behind the times 
they may be. (One of the best suggestions ever 
made to the writer for a simple method to con­
trol a difficult situation came from a street hand 
who could hardly write the names of his men.) 
A firm, quiet, conservative attitude will get
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more information and make more 
friends than any other method.
Don’t take the information of­
fered you for granted—see the rec­
ords for yourself and know that it is correct.
Don’t discuss the affairs of any client outside 
of his own office, other than with the members 
of this office.
Don’t discuss your personal affairs with 
clients, as this generally does you more harm 
than good, and rather indicates a lack of some­
thing to talk about.
Don’t discuss inside matters of the office.
Don’t report tardily on your work—remember 
that a true public accountant must radiate clear­
ness of mind, good physical condition, personal 
neatness, sound business principles, punctual­
ity, and effective application. When a client is 
paying for special accounting work, you should 
take it for granted he is expecting the service 
of a leader in work and thought; every leader 
is subject to either favorable or adverse criti­
cism, and every leader, by his own acts, writes 
the other fellow’s opinion of himself. If, 
through your own fault or for some personal 
reason, you find you will be unable to take up 
your work at the regular hour, don’t report, but 
lose that portion of the day, and get straight­
ened out and on the job at the next regular 
beginning hour.
Keep your vision broad and in advance of the 
immediate work in hand; watch for, and report, 
unsatisfactory conditions to whomever you may 
be working under or to the office, before the 
situation becomes acute.
When on an engagement, look at yourself 
from the standpoint of the client and also the 
office—if you have the 100 per cent. perfect feel­
ing, check yourself up again and then watch out 
for a fall.
Do your work neatly, and have your working 
papers in such condition that the office gets all 
the necessary information, that copying will 
not give the typists nervous prostration, and 
that you will feel satisfied with your work when 
reviewing it at a later date.
It has been said that three elements influence 
people in their work—want, ambition, love of 
occupation—the accountant must keep in mind 
the last two, as without these elements he can 
not succeed. The ambition can be nurtured and 
strengthened by reading, and the office library 
is open and available to such purposes.
As a professional family with a reputation to 
sustain, let us go into the unlimited possibili­
ties of the future with both feet solidly on the 
ground, and with a determination to accomplish 
things worth while.
“G-5, the training section of 
GHQ, under which I worked at the 
Second Corps Schools, is running 
the games, and so far as the or­
ganization and administration go, it is an all-
American proposition. We expect to beat the 
Olympic Games program all hollow, and are 
turning Paris upside down in the attempt. The 
athletes are beginning to gather from the Allied 
countries, and are getting in shape for the con­
tests rapidly.
“I have been recommended for promotion to 
Major, but am afraid that I shall be out of the 
army before it goes through. I expect to be 
headed homeward soon after the games are over, 
assuming that the peace is signed, which we are 
all hoping for here. This should get me back to 
New York by August 1st, with good luck.
“Paris is full of Americans at present, and I 
have been rather expecting to see some of you 
folks turn up almost any day here. It is cer­
tainly an ideal time to see Paris, as the weather 
is fine, and everybody is happy and busy.”
Evidently Captain DeBaun’s experience and 
ability in Yale athletics, and later in organizing 
Pace Student banquets, have been found out and 
utilized.
Paris 
Letter . 
(Continued)
EVENING
GLASSES
are now forming in—
Accountancy and Business 
Administration
Shorter Course in Account­
ing for Women
Secretarial Training
English
Spanish
Public Speaking
Send for descriptive folders.
 
Pace Institute
Hudson Terminal, 30 Church Street, New York
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HIS Department 
does not publish 
answers to all of 
the questions re­
ceived, but only to those which
we deem to be of general in­
terest to our readers. A com­
__ _____  munication, in order to receive
attention, must contain the name and the ad­
dress of the person asking the question.
A PURCHASES a house from B for five thousand dollars, and assumes a thirty- five-hundred-dollar mortgage. He also pur­
chases a house from C for five thousand dollars, 
“subject to” a thirty-five-hundred-dollar mort­
gage, and pays B fifteen hundred dollars in 
cash. Please tell me whether these transactions 
would result in different entries on the books.
If A buys a house and “assumes” the mort­
gage, he takes over the obligation. The entry 
would be—
REAL ESTATE............................ $5,000.00
To MORTGAGE PAYABLE .. $3,500.00
CASH .................................... 1,500.00
For purchase of real estate and 
assumption of mortgage.
which, it is believed, should be 
made to certain accounts receiv­
able. For the reason, however, that 
the particular accounts to which 
the credit should be made can not be definitely
ascertained at the time, the amount is set up in 
this so-called Reserve Account. If the reserve 
is set up to conform to the estimated bad debts 
in the Accounts Receivable, the balance in the 
Reserve Account acts as a reduction of the book 
value shown for Accounts Receivable in the 
accounts themselves.
At the time any particular account is deter­
mined to be bad, the credit is transferred from 
the Reserve Account to the Accounts Receiv­
able. If the estimate has been exact, the amount 
set up in the Reserve for Bad Debts Account 
will ultimately be extinguished in this manner. 
However, it is unusual for the estimate to be 
100 per cent. correct, and the Reserve Account 
usually is found with some balance carried over. 
It is customary practice, unless the amount is 
excessive, to allow it to remain in the Reserve 
Account. Any amount actually found to be in 
excess of the proper amount is net profit and 
can be so treated.
If he buys property “subject to” a mortgage, 
our understanding is that the mortgage follows 
the property and remains a lien on it, even 
when in possession of the new owner. The 
terms “assuming” a mortgage and buying prop­
erty “subject to” a mortgage are practically 
synonymous, and the same entry would be 
passed in either case. Of course, if in “assum­
ing” the mortgage the buyer personally be­
comes liable for its payment, an additional re­
sponsibility exists.
HOW should expense, incurred previous to starting business, be treated—that is, taxes, insurance, etc.—on a building necessary 
to be constructed before operations can be com­
menced, etc.?
In the construction of a building, taxes, in­
surance, etc., on the building, while in the 
course of construction, may properly be charged 
as a cost of the building. In the case of such 
preliminary expenses as expense of incorpora­
tion, etc., an Organization Expense Account 
can be charged. This principle is well recog­
nized throughout the accounting world.
IF a Reserve for Bad Debts is in excess of the actual amount of bad debts, what should hap­pen to the balance of the Reserve Account?
The credit balance in the Reserve for Bad 
Debts Account represents an estimated credit
CORPORATION, in June, 1918, pays 
three hundred dollars income tax, the tax 
on their 1917 net taxable income. Should this 
three hundred dollars be charged to Surplus, 
or to an Income Tax nominal account for the 
year 1918?
The income tax is, in effect, an assessment 
made by the Government of a portion of the 
profits. In other words, the amount paid in 
June, 1918, is a payment made to the Govern­
ment out of the 1917 profits. As such, the entry 
should preferably be—
SURPLUS ........................................................ $xx
To CASH...................................................... $xx
For payment of income tax on 1917 taxable
income.
DOES the rule of subrogation apply to acci­
dent insurance?
No. Accident insurance is a branch of life 
insurance. Ordinary life insurance protects 
against the stipulated pecuniary loss occasioned 
to a man’s family, to his creditors, or to others, 
by his death, whether caused by old age, illness, 
or accident. Ordinary accident insurance, how­
ever, protects only against losses caused by acci­
dent, whether resulting in death or not.
The life-insurance company, upon making 
payment under its policy, is not subrogated to 
any right of action against the wrong-doer 
responsible for the death of the insured. At
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common law, a personal action died 
with the person. The statutes cre­
ating a right of action for death by 
wrongful act bestow the right, not 
upon the deceased, but upon his representatives.
It is only the rights of the insured that are the 
subject of subrogation.
In addition, the value of the life insured being 
indeterminate, the insurance money and any 
damages which might be recovered from the 
tortfeasor, combined, may amount to no more 
than full indemnity. If the insurance company 
were subrogated to the right of action against 
the wrong-doer, there would be no cause of 
action on the part of a man’s representatives 
against the wrong-doer.
OUR plant recently burned down. We col­lected ten thousand dollars insurance, and are rebuilding the plant with this money. Shall 
we credit this ten thousand dollars to Plant 
and Equipment, and charge the amounts ex­
pended for rebuilding to the same account?
It would be better practice to credit the ten 
thousand dollars to the old Plant and Equip­
ment Account, and to write the balance of that 
account off into Profit and Loss. Any expendi­
tures made for the rebuilding of the plant could 
then be charged to a new Plant and Equipment 
Account.
I SHOULD appreciate it very much if you would explain the following:What is overhead expense?
What is manufacturing overhead?
What methods of distributing overhead do
you prefer?
In the strict sense of the term, “overhead ex­
pense” means those miscellaneous manufactur­
ing expenses which can not be definitely allo­
cated to a particular manufactured article, or 
product, as distinguished from those items of 
cost which can be so allocated. Thus, the time 
of a workman engaged in building a certain 
machine in a machine-shop would be considered 
as a direct cost of the machine, while the ser­
vices of a porter who sweeps up the factory, 
while a necessary expense to make the factory 
sanitary, would not be considered as a cost of a 
machine, but as “factory overhead.” In the case 
of material, a bolt used in assembling a machine 
would be a proper charge to the cost of that ma­
chine, while the lubricating oil required to keep 
the engine in the factory power-plant running 
properly would not be a direct charge against 
any particular unit of production, but would be 
a “factory-overhead” item.
The terms “overhead expense” and “manu­
facturing overhead” are usually 
synonymous. There is a custom in 
use among business men, however, 
of calling general expense of any 
kind the “overhead expense.” Thus, in a trading
concern, the proprietor will often speak of all 
items other than those involving gross profit as 
his “overhead.”
We have no general preference as to the meth­
ods of distributing overhead. Each case de­
mands its own treatment.
WE are setting up new equipment. The 
material we are using is taken out of
our storeroom, and has already been charged to 
Material Account. The wages of our men are 
charged to Wages Account every week. When 
we purchased the equipment, my entry was—
MACHINERY AND EQUIPMENT........... $xx
To CASH...................................................... $xx
I believe the work and material we are using 
to install this equipment should also be charged 
to the Machinery and Equipment Account. 
What account should I credit, and how should 
I treat this account, in closing the books?
You are correct in assuming that the Equip­
ment Accounts should be charged for the cost 
of installing the equipment. The entry in your 
case would be—
MACHINERY AND EQUIPMENT........... $xx
To WAGES................................................... $xx
MATERIAL........................................... xx
The Machinery and Equipment Account would 
be a Balance-Sheet Account, and the Wages 
Account and Material Account would, so far as 
amounts used in current operations are con­
cerned, be carried to the Profit and Loss Ac­
count.
WHENEVER we slack up in work, we try 
to keep some sort of a gang together
and have them do odd repair jobs around the 
yard, such as repairing a pump, etc. The con­
ditions cited in my previous question apply as 
to wages and material. I believe it would be 
proper to debit an account headed “Repairs and 
Renewals,” but I am not sure what account to 
credit, and how to treat this account, in closing
the books.
Your entry would be—
REPAIRS AND RENEWALS...................... $xx
To WAGES................................................... $xx
MATERIAL........................................... xx
Repairs and Renewals would be carried to Profit 
and Loss, care being taken to capitalize any pos­
sible additions and improvements to plant that 
were made.
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THE study of con­
ditions abroad 
plainly shows the 
dependence of for­
eign countries, both those that
took part in the war and the 
neutral nations, upon the 
United States for raw mate­
rials, manufactured products, and financial sup­
port. The present opinion, based on reliable 
data and information, is that this dependence 
will continue for many years to come, because 
of the problems of rehabilitation and readjust­
ment that face practically all Europe.
That there will be a wide foreign market for 
American goods is now established beyond 
cavil. It is apparent, therefore, that the Ameri­
can bankers and far-visioned business men who, 
even during the war, made 
such preparations as were 
possible for establishing 
trade relations with Europe 
builded on a foundation of 
facts. The immediate prob­
lem consists, in the main, in 
so modifying present trade 
methods that the economic 
interests of both the United 
States, as the exporter, and 
the importing countries 
will be advantageously 
maintained. This is a task 
that calls for vision, high 
business ideals, and the 
spirit of helpful service.
One form which, accord­
ing to present indications, 
this economic service is 
destined to take is the
heavy investment of American capital in the 
devastated countries in order to enable them 
to get on their industrial feet, so to speak, 
and resume and increase production on a large 
scale. If this is not done, aver trained observers 
who are also men of large affairs, social and 
economic reactions of the gravest import, not 
only to Europe but also to the rest of the world, 
are likely to occur. This was the message, in 
substance, recently brought back from Europe 
by Frank A. Vanderlip and Henry P. Davison 
—American bankers of large vision.
It is an alarming message to American busi­
ness and industry if it pass by unheeded. On 
the other hand, if our statesmen, publicists, 
financiers, and business men, realizing the facts, 
will pull together and view Europe’s peace 
problems in the same light as they viewed her 
war problems—if, in other words, they will con­
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tinue to keep a helping hand out­
stretched, order will come out of 
chaos, and normal business rela­
tions, which are profit-making rela­
tions, will be securely established.
IN what condition do you submit your ideas and suggestions to the General Manager for approval or criticism? Are they just as care­
fully thought out and just as carefully pre­
sented, respecting form, as you are capable of 
doing, and brought to a definite point or de­
cision, or do they show superficial and half- 
matured thinking and indifference respecting 
manner of submission for review? This is an 
important matter—important because of its 
bearing upon organization efficiency.
If your ideas, as submitted, represent your 
last word on the subject 
from every view-point, and 
your own personal decision, 
the task of the General 
Manager is fairly simple. 
Since your ideas are clearly 
and logically expressed, he 
can either accept them or 
reject them at once—often a 
minute’s thought is enough 
to enable him to arrive at a 
decision. If he thinks the 
ideas in the main to be 
sound, his work of revision, 
incorporation, or excision 
will also be fairly easy. If, 
on the other hand, your 
ideas are incompletely 
worked out and poorly pre­
sented, and not brought to a 
point where your own con­
clusions and recommendations are stated, the 
General Manager has only two courses open—he 
must either send back your submission to you 
for complete revision, or he must revise it in 
detail himself. Either course takes his time 
unduly—wastes it, indeed; and anything that 
wastes the time of the General Manager is poor 
business. So spark off new ideas, of course; but 
before you present them for revision and criti­
cism, make sure they are well matured.
 "THE capacity for progress depends upon the 
  capacity to take constructive criticism”— 
a business epigram from the lips of an executive 
who knows men and their ways. It is true, now 
that you think of it, isn’t it? Run over the 
names of the men of your acquaintance who are 
forcing recognition. Are they the all-wise, 
know-it-all kind, or do they welcome criticism
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and profit by it, even when it punc­
tures their vanity and, for the mo­
ment, makes them wince? They 
belong to the latter class, of course.
The natural tendency of human beings is to
combat criticism with a defense of some sort. 
The ignorant, the self-willed, and the hot­
headed try to hide behind their ramparts, even 
after the latter have been riddled and shot away 
—a pitiable spectacle! The truly wise, the far- 
seeing, the humble at heart, once they see the 
force of the enemy’s equipment, come out into 
the open and surrender—they progress! How 
do you take criticism—not fault-finding, but 
criticism that is meant to be helpful and con­
structive? The answer that you truthfully 
make will tell you more about your potentiali­
ties for business advancement than possibly 
you are aware of.
“AS large as I can get!” It’s astonishing how 
  many men make this reply, according to 
the director of a well-known employment bu­
reau, when they are asked, “How large a salary 
do you expect?” This same man says that seven 
out of every ten applicants who invoke his assis­
tance in securing positions use the word “get,” 
rather than the word “earn,” in connection with 
the matter of salary. “Their view-point is all 
wrong—utterly, absurdly wrong!” is his de­
spairing plaint.
Of course it is. Look here, young man, just 
a word, please! The big thing that every well- 
managed, modern concern is trying to develop is 
morale, and morale comes only when members 
of the organization staff are satisfied with their 
work, their pay, and their opportunities for ad­
vancement. No, this doesn’t mean that the con­
cern wants to kill off your initiative and ambi­
tion ; in fact, if it is an ably managed concern, it 
intends to do everything in its power to enable 
you to prove that you are capable of assuming 
responsibilities that will handsomely increase 
your earning capacity. But the concern wants 
to be sure that you don’t put your weekly wage 
envelope ahead of your interest in your work, 
and your determination to make good in its 
performance. After you have proved your fiber, 
your worth, then is the time to take up the mat­
ter of increased compensation, if it has not 
already come without your thinking about it.
And so, young friend, ask for an opportunity 
to make good rather than for the biggest salary 
you think “the traffic will bear.” Ask for the 
kind of work which your temperament, train­
ing, and experience qualify you to do. And as 
for the salary, no matter how urgent your need 
of the dollar, leave that to the discretion and
fair-mindedness of your prospective 
employer, except, possibly, for the 
mention of what you have already 
been earning. Play up that word 
“earn”; forget the “get” part of the program.
NATURAL qualities and acquired qualities —these two kinds of qualities appraised together, not one or the other weighed alone— 
constitute the basis of correct vocational de­
cision. This is true especially of a man or a 
woman who, after several years of business or 
professional experience, contemplates making a 
radical vocational change.
Natural qualities are an inheritance. They 
are born with one. They are the kind of mind, 
the kind of body, the kind of aptitudes which a 
person possesses when he comes into the world. 
Broadly speaking, he can not change them in 
fundamental degree. Acquired qualities are the 
result of many things—for example, will-power, 
environment, education, and experience. Often, 
acquired qualities outweigh natural qualities.
Apply the point. Suppose a successful 
school-teacher, aged thirty-five, say, having be­
come tired of teaching, and feeling that he has 
no financial future which is attractive, decides 
to abandon teaching and go into something that 
will pay him more money. How will he prob­
ably reason out the situation? He will, prop­
erly enough, appraise his natural aptitudes and 
give thought to the opportunities for advance­
ment that, in his opinion, exist in the new field 
of his choice. But he is likely to give scant 
consideration to the qualities that he has ac­
quired as a result of his teaching experience— 
which is, of course, a great mistake. And what 
is true of teachers is, in general, equally true 
of all other classes of people.
The conclusion of the matter is clear enough. 
If, for any reason whatsoever, you are thinking 
of making a radical vocational change, be sure 
that your bridgeover leads you into a field 
where you can realize on both your natural and 
acquired qualities. This is the counsel for vo­
cational success and vocational happiness.
IT is hard to apologize, to make a fresh start, to be courteous to everybody, to be fair and just, to smile when things go wrong, to think of 
the other fellow first, to admit mistakes, to be 
tolerant and charitable, to take advice, to forgive 
and forget, to shoulder blame and responsibility, 
to tell the truth at all times—all these things 
are hard to do, but they develop stability, 
breadth, character, and are wonderfully worth 
while. Can’t you make a start on the list by 
doing one of these hard things to-day, now?
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HE following is the 
examination in Ap­
plied Economics, 
Organization, and 
Finance, set for graduating stu­
dents in the Pace Courses in 
Accountancy and Business Ad­
ministration in June, 1918, to­
gether with the answers:
GROUP I
1. Define: wealth; factor; earnings; clearing­
house (bank).
Wealth is the aggregate of exchangeable 
things which satisfy the needs and desires of 
mankind.
A factor is an agent who handles goods and 
sells them on behalf of his principal, for a com­
mission, ordinarily having possession of the 
goods and the right to collect from the pur­
chaser of the goods.
Earnings is a term used to indicate the incre­
ment secured from the rendition of a commer­
cial service.
A bank clearing-house is an institution 
wherein the banks who are members offset 
claims against each other, arising by reason of 
checks or other paper deposited, and settle bal­
ances due.
2. What benefits are likely to arise after the 
war from the present development of a large 
merchant marine?
A greater participation in the trade of the 
world and, therefore, a participation in its 
profits and other advantages. More specifically:
(a) An increase in foreign trade; (b) a more 
intimate knowledge, on the part of our business 
men and producers, of commercial conditions 
existing in foreign countries; (c) the addition 
of a large industry in the building of vessels; 
(d) the addition of a large industry in the oper­
ating of the vessels; (e) an improvement in 
financial credits as to American business houses; 
(f) development of world-wide banking inter­
ests.
3. What economic reasons are responsible for 
the granting of authority to pay income taxes by 
checks and by United States certificates of in­
debtedness?
The principal economic reason is the conser­
vation of the supply of money. There is the 
same interchange or offsetting of values, with­
out the payment of cash, accomplished as in the 
case of the bank clearing-house. For this rea­
son, a strain is not made upon the credit ma­
chinery of the country to the extent which 
would follow money payments.
4. What advantages accrue to the 
public and to the manufacturer by 
the trade-marking of goods?
Advantages to the public: (a) 
standardization of qualities, by reason of the
fact that the manufacturer ordinarily maintains 
quality in goods that are trade-marked; (b) 
standardization of price: the price may be made 
definite, so that the public knows the exact price 
of the article, and is protected against possible 
overcharges; (c) the public depends upon the in­
tegrity of the manufacturer rather than on that 
of the retailer: if the goods are not trade- 
marked, then mistakes of the retailer, or actual 
misrepresentations by the retailer, may injure 
the purchaser.
Advantages to the manufacturer: (a) greater 
certainty of the sale of his product by reason of 
its being in the mind of the public; (b) assur­
ance that the sale of his product will not be 
affected by the substitution of products giving 
the retailer a larger profit; (c) the advertising 
advantages, inasmuch as one satisfied customer 
may recommend the goods to other possible cus­
tomers ; (d) a greater independence on the part 
of the manufacturer of possible discriminations 
by the retailers.
5. In what sense is the development of a 
large foreign trade a stabilizer of business con­
ditions?
Large foreign trade affords an outlet for an 
excess of production. For example, if the 
manufacturer produces more than is required 
for domestic consumption, he may throw the 
excess production into foreign markets. More­
over, in the case of seasonable goods, it is some­
times possible to utilize foreign trade in the off 
season and thereby stabilize the condition of 
the industry. In case the demand is fluctuating, 
and at the same time requires quick production 
in order to meet competition, then a brisk for­
eign trade may help to take care of the large 
supply of labor required. Foreign trade tends to 
equalize shipments, so that carriers are loaded 
nearer to capacity in both directions. All of 
these are influences which tend to stabilize busi­
ness conditions.
GROUP II
6. Specify methods you would adopt in con­
trolling credit sales of goods by salesmen.
There may be a record given the salesman of 
the amounts owed by the respective customers, 
with a definite limitation of the amount that he 
may sell in addition thereto. This is a method 
to be adopted in the event that the obtaining of 
the approval of a sale is not practicable. Some-
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times, it is simpler to let the office 
approve the sales, although this 
has certain disadvantages. Either 
method would serve to control the 
credit sales, although the latter would probably 
be the better method of control in the average 
instance.
7. Give one or more expedients whereby help 
may be retained during the off season without 
sustaining heavy losses.
Many expedients might be suggested, among 
which the following are examples: If practi­
cable, a by-product might be developed, which 
may absorb labor in the off season. Second, 
there may be a sale of the goods at a lower price 
during the off season, such as the special sales 
of furniture and rugs in summer by department 
stores. Third, the work may be segregated, so 
that work which may be done at any time dur­
ing the year can be collected for the off season, 
thereby cutting down the work required in the 
regular season. Fourth, in the event that it is 
desirable to retain the help, but the work ma­
terially falls off in the off season, then the 
system of pay may be adjusted; for example, 
there may be a system of pay which covers 
wages week by week, and then a piece system to 
cover the additional wage during the season. In 
other words, there may be a sharing in the loss 
by the workmen. This is practicable if the 
workmen would have difficulty in obtaining 
other employment in the off season. Fifth, in 
some cases, it may be possible for the concern 
to manufacture some of the things otherwise 
purchased which go into the goods, the making 
of which may be done in the off season.
8. Under what circumstances would you make 
office copies of papers to be furnished different 
departments interested, as against routing the 
original paper to the several departments?
If time is not an important element as to the 
several departments, then the paper may be 
routed to the departments in which it is an im­
portant element, and from those departments to 
other departments. If time is an important 
element, then it is desirable to make office 
copies. Space would likewise be important in 
the sense that if the routing was as between de­
partments located in various places, the time 
and effort consumed might be much greater 
than with the direct forwarding of the copies. 
If time is an important element, then several 
copies should be made and forwarded to the 
several departments simultaneously. More­
over, if the paper is one of vital importance, it 
is advisable to make office copies and not to run 
the risks of loss incident to routing.
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9. State your opinion as to the 
use of house organs to stimulate 
the efforts and production of for­
ward-looking employees.
House organs stimulate the efforts and pro­
duction of employees by giving them perspec­
tive, that is, information as to the general and 
specific plans and policies of business. The em­
ployees learn more about the concern for which 
they are working, and naturally take a deeper 
interest in its work. Moreover, they feel that 
the concern is interested in them, in the sense 
that the house organ is a communication to 
them from the concern. Employees who do 
well may be written about in the house organ, 
and thus be an example for the emulation of 
other employees. In this way, the employees 
feel that their efforts are being appreciated and 
are known to the managers of the organization.
10. Give some methods whereby you would 
familiarize field men with the activities of the 
home office.
Bulletins or house organs, preferably illus­
trated, may be issued to the field men, setting 
forth the various things that have been done 
in the home office. Occasionally, the field men 
may be invited to visit the home office, and to 
attend conventions and conferences.
GROUP III
11. In what respects does the declaration of a 
stock dividend facilitate the marketing of the 
stock?
The declaration of a stock dividend usually 
creates a favorable impression of the financial 
stability of the concern, and thus may increase 
the demand for the stock. Furthermore, the mar­
ket value of the unit is less. For example, if the 
book value before the stock dividend was two 
hundred dollars, par one hundred dollars, and 
there is a stock dividend of 100 per cent., there 
would then be two shares of stock of one hun­
dred dollars each (book value) instead of one 
share of two hundred dollars. It often happens 
that the new and original shares sell for more 
than the original shares. There are more per­
sons available who can take stock in units ap­
proaching one hundred dollars than those who 
can take stock in units approaching two hun­
dred dollars.
12. What organization advantage is likely to 
accrue from a sinking-fund clause permitting 
the trustee to operate in case of defaults in pay­
ments?
Naturally, a bond or other security is worth 
more if ample provision is made for the safety of
139
Applied 
Economics, 
Organiza­
tion, and
Finance
(Continued)
Pace Student
August, 1919
Industrial
Relations
the investment. The clause would 
give an option between foreclosure 
and operation, and the latter might 
the better conserve the investment.
13. In what respects does the Federal Reserve
System tend to equalize rates of discount in 
various parts of the country?
The Federal Reserve System operates to col­
lect an oversupply of money in one section and 
distribute it to another section where money is 
needed. Thus the rate of discount where money 
is plentiful is kept up, and the rate of discount 
where money is less plentiful is prevented from 
rising unduly.
14. A real-estate operator has sufficient cash 
to buy and develop, without borrowing, a single 
tract of land. Instead, he buys a number of 
tracts, and develops a number, borrowing the 
necessary money by mortgaging each tract. Do 
you think his action advisable? Give your 
reasons.
His action is advisable provided he does not 
dilute his own capital to a point where he may 
become financially embarrassed. The greatest 
safety lies in not borrowing—the greatest profit 
from borrowing up to the point of danger, pro­
vided his profit rate on his capital exceeds the 
interest rate upon his borrowings.
15. Why do corporations tend to issue short- 
time notes instead of long-time bonds at the 
present time?
Chiefly because it is practically impossible to 
make borrowings for long terms. Besides, the 
rate for money in the market at the present time 
is abnormally high. If the corporation were to 
issue long-time bonds, the interest charges 
would be large, and would have to be paid out 
of profits for the length of time that the bond 
had to run. By issuing short-time notes, this 
high rate of interest is confined to a few years. 
Thus the corporation saves in the interest 
charge by issuing short-time notes instead of 
long-time bonds. It is faced, however, with the 
necessity for re-financing within a short time.
A STATEMENT of principles governing in­dustrial relations has been prepared for the purpose of providing a basis on which 
American industry can establish a national labor 
program. This statement has been submitted 
to a referendum vote of the membership of the 
Chamber of Commerce of the United States.
The principles, thirteen in all, were drawn up 
by a committee of the Chamber which has been 
investigating industrial relations. These prin­
ciples, which will be voted on separately, fol­
low:
Industrial enterprise, as a source 
of livelihood for both employer and 
employee, should be so conducted 
that due consideration is given to 
the situation of all persons dependent upon it.
The public interest requires adjustment of 
industrial relations by peaceful methods.
Regularity and continuity of employment 
should be sought to the fullest extent possible, 
and constitute a responsibility resting alike 
upon employers, wage-earners, and the public.
The right of workers to organize is as clearly 
recognized as that of any other element or part 
of the community.
Industrial harmony and prosperity will be 
most effectually promoted by adequate repre­
sentation of the parties in interest.
Whenever agreements are made with respect 
to industrial relations, they should be faithfully 
observed.
Such agreements should contain provision for 
prompt and final interpretation in the event of 
controversy regarding meaning or application.
Wages should be adjusted with due regard to 
the purchasing power of the wage, and to the 
right of every man to an opportunity to earn 
a living at fair wages, to reasonable hours of 
work and working conditions, to a decent home, 
and to the enjoyment of proper social condi­
tions.
Fixing a basic day as a device for increasing 
compensation is a subterfuge that should be 
condemned.
Efficient production in conjunction with ade­
quate wages is essential to successful industry.
Consideration of reduction in wages should 
not be reached until the possibility of reduction 
of costs in all other directions has been ex­
hausted.
Administration of employment and manage­
ment of labor should be recognized as a distinct 
and important function of management, and ac­
corded its proper responsibility in administra­
tive organization.
A system of National employment offices, 
with due provisions for cooperation with exist­
ing state and municipal systems, can be made, 
under efficient management and if conducted 
with due regard to the equal interests of em­
ployers and employees in its proper adminis­
tration, a most helpful agency, but only if all 
appointments are made strictly subject to the 
civil-service law and rules.
Concentration and persistence—these are the main­
springs of business success.
Doing hard things that should be done strengthens 
the will, and a strong will knows no obstacles.
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HOW can we im­
prove our let­
ters?”
Many business 
organizations are 
asking this ques­
tion with great 
frequency nowa­
days, for the busi­
ness value of good 
letters is pretty 
widely understood and admitted.  
Because of this interest in busi­
ness correspondence, excerpts from 
the first of a series of three ad­
dresses on business correspondence, 
given by Horatio N. Drury before a 
group of executives and correspon­
dents of the Equitable Life Assur­
ance Society, of New York, make 
up this article on letter writing. 
The principles emphasized apply, of 
course, to all kinds of business 
enterprises.
Mr. Drury said, in part:
“I always welcome an oppor­
tunity to talk on the subject of 
business correspondence, not be­
cause I am under any particular 
delusions as to my own ability to 
settle this matter with finality, but 
because I am deeply convinced of 
its tremendous importance to every 
kind of enterprise.
“I had two opportunities in re­
spect to this particular occasion. I 
might have worked out an elaborate 
and formal kind of address and de­
livered it to you in a semi-academic 
way, but I did not believe that such 
an address would be as profitable to 
you as would be the informal en­
forcement of a few specific points 
that apply to the writing of all 
kinds of business letters—points 
that I purpose to illustrate by 
means of a critical examination of 
some of the letters written here in 
the home office of your own com­
pany.
“After I had read several of your 
letters, I reached the conclusion 
that I should call your attention 
frankly to what I consider to be 
some serious defects in them—par­
ticularly from the psychological 
view-point—for only a few of them 
would have made a favorable im­
pression on me if I had been a 
policy-holder. I am not, of course, 
unmindful of the circumstances 
under which you compose letters, 
for I am the victim of similar con­
ditions. I know what it means to 
call in a stenographer and rapidly 
dictate twenty or thirty letters; 
and for that reason, my criticism 
will, I hope, be tempered with 
mercy.
“Every letter you send out is 
very definitely a salesman for your 
particular wares—so far as you are 
concerned, insurance wares. Your 
letters, therefore, should always 
aim to create good-will. A good 
many persons erroneously think 
that good-will has to do with a par­
ticular kind of letter, known as a
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sales letter. As a matter of fact, 
every one of your letters—what­
ever its subject-matter—is a sales­
man of some kind for the Society, 
and, as such, it creates either a 
favorable or an unfavorable im­
pression upon the mind of the per­
son who receives it. That is the 
first point I want to emphasize.
“Your letters reflect the I, we, 
and our society view-point too 
much. They reveal an ipsi diximus 
(we ourselves have spoken) point 
of view, which is likely to make an 
unfavorable impression upon the 
mind of the recipient. I am not 
one of those who hold that every 
sentence that you write should 
begin with the pronoun you. The 
correct point of view to take, it 
seems to me, is a combination of 
the we and the you point of view— 
a point of view which gives a kind 
of from-me-to-you atmosphere to 
the letter. You can not possibly, 
you know, write to the other fellow 
effectively, unless you try to picture 
him as a representative of a certain 
type of person. If you are going 
to write to a school-teacher, for in­
stance, stop to think for a moment 
of the things that a school-teacher 
would naturally be interested in 
and concerned about. The same 
thing is true of bankers, farmers, 
mechanics, and all other types and 
classes of people. You must re­
member that persons engaged in 
the insurance business (and par­
ticularly those who perform their 
duties within the walls of the home 
office) constitute, in a sense, a 
special class of people; and they 
can not successfully foist their 
point of view upon people engaged, 
day in and day out, upon entirely 
different kinds of business activi­
ties. The thing to do, therefore, 
is to conjure up the type of person 
to whom you are writing, as to his 
education, his interests, his prob­
lems, his hopes and aspirations, and 
the like. Then, write to him as if 
you had something in common with 
him. This is an exceedingly im­
portant suggestion.
“Then, there is the matter of per­
sonality. Practically all of the 
letters I looked through seem ma­
chine-made. I shouldn’t be sur­
prised if Edison, one of these days, 
took a half-hour off and invented a 
machine that would turn out let­
ters as effective, from the psycho­
logical view-point, as is the average 
hand-made business letter. Per­
sonality is, of course, a very dif­
ficult thing to define with regard to 
a person; and yet, when you meet 
a man or a woman who possesses 
personality, you know the meaning 
of personality, two characteristics 
of which are liveness and force.
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The same thing applies to person­
ality in a letter. This insurance 
company has a distinctive person­
ality, by reason of its history, its 
achievements, its service, its aims. 
And this company personality can 
be reflected, and should be reflected, 
in every letter you write. In order 
to reflect the company personality, 
the individual letter-writer must 
reflect his own personality—he 
must be natural, and deal with his 
subject in man-to-man fashion.
“The letters I have examined 
were not downright discourteous; 
yet I came upon a good many pas­
sages which I thought were some­
what discourteous in tone. You 
must remember that courtesy is a 
compound of two things—form and 
substance. You can communicate 
practically any message you wish, 
no matter how delicate the subject- 
matter, if you only choose your 
language with reference to its prob­
able effect upon the mind of the 
person who gets the letter.
“Then there is the matter of 
patience. Patience is courtesy in 
action. A good many of your let­
ters sound an impatient note. I 
understand the reason, because of 
the work I am doing day after 
day. I know that, after you have 
answered the same kinds of letters 
day in and day out, you inevitably 
reach the conclusion that the pur­
chasing public is constantly growing 
stupider. You can not understand 
why the simple little proposition 
which you are so familiar with is 
not clearly understood by the per­
son you are writing to. This is a 
natural feeling to have, but it must 
be got rid of, for you must remem­
ber that what seems an old story 
to you is a new matter to inquirers. 
If, for example, ten years hence you 
are still answering letters with re­
gard to annual dividends and the 
payment of premiums, you must do 
your best to preserve the fresh 
point of view—the point of view 
which the needs and interests of the 
new policy-holder will always re­
quire.
“Finally, there is the matter of 
helpful counsel. I find that a good 
many of the letters are not informa­
tive enough. They are too horta­
tory, in that they urge the policy­
holders to do certain things; they 
are instructive in the sense in which 
the teacher gives instruction to a 
class of pupils. Don’t take that 
attitude. Give all the information 
you think will be of value to the 
person to whom you are writing, 
but take pains to give it always on 
the basis of person-to-person, man- 
to-man equality. Make frequent 
use of such expressions as, as you 
are doubtless aware, and as you 
know. Try to show the person to 
whom you are writing that you 
have real respect for his knowledge 
of insurance, even if, privately, you 
think him a dunderpate on this sub­
ject—that is a sure way of subtly
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flattering him. You remember the 
tramp who said, ‘I haven’t seen a 
five-dollar bill for ten years, but I 
thank you for the compliment,’ 
when a passer-by asked him for the 
change of a five-dollar bill.
“All these things bear very defi­
nitely upon the way in which you 
should begin and end your letters. 
A good first sentence is the making 
of the letter. Consider the first 
sentence of a few of your letters:
“Your letter of the 28th ultimo, 
addressed to our Agency Cashier at 
Spokane, has been referred to the 
writer for attention. We beg to 
acknowledge receipt of your favor 
of the 18th instant, regarding an­
nual dividends apportioned to the 
above policy. Your favor of the 
12th instant has been received. 
That sort of beginning belongs to 
the Noah’s Ark age of letter-writ­
ing. It is simply a waste of time 
and stenographic effort, and a viola­
tion of the fundamental principles 
of letter-writing. Call a letter a 
letter.
“Let me apply these points to 
some of your letters.
“ ‘Your letter of the 28th ultimo 
addressed to our Agency Cashier 
at Spokane has been referred to the 
writer for attention.’
“ ‘In the matter of charging in­
terest on overdue premiums, we 
feel that our practice is the proper 
one.’
“These two sentences make a 
poor beginning, for the reader is 
not greatly interested in what you 
feel or think.
“From here on the letter is fairly 
good. ‘Each day’s delay in payment 
after the due date of the premium 
means a direct loss to the company 
—i.e., to the policy-holders. It is 
only fair, therefore, that those who 
take advantage of the grace privi­
lege should pay interest covering 
the period of the delayed payment. 
It is obvious that if a large number 
of policy-holders avail themselves 
of the grace privilege, without pay­
ing overdue interest, a considerable 
annual loss would be involved, and 
this loss would fall upon the policy­
holders as a whole. We hold to the 
view that those who pay promptly 
should not be penalized to the ad­
vantage of those who do not. The 
amount of interest collected in an 
individual case may appear to be a 
small item, but you will appreciate 
the Society’s position, if you will 
consider for a moment what the 
aggregate would be if one half of 
the policy-holders were to defer 
their premium payments for, say, 
thirty or thirty-one days. It is clear 
that in such an event, the annual loss 
in interest would be considerable. 
And it would, in effect, be a charge 
against the remaining policy-hold­
ers who had paid promptly on the 
due date.
“ ‘We note your comments re­
garding the practice of other com-
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panies. We can not, of course, 
undertake to explain their attitude 
toward this question. We can only 
advise as to the principles which 
guide the Society’s policy. Cer­
tainly, our position is based upon 
what we conceive to be the best in­
terests of the policy-holders as a 
whole.
“ ‘We very much regret your dis­
satisfaction with the Society’s rule. 
It is uniformly applied where the 
grace is taken advantage of, and, 
frankly, we can recall but few in­
stances where the policy-holders 
have differed with us on this point. 
In fact, the Society’s course, when 
explained as above, invariably seems 
to meet the policy-holder’s view.’
“This is a fairly good letter, as 
I said. Still, there are too many 
we’s in it—there is too much of the 
we view-point. And the letter is 
too long for its purpose. Indeed, 
many of your letters are longer 
than they need be. Some of you 
say the same thing over and over 
again. You deliver half your mes­
sage in the first paragraph, and then 
begin on something else. Then you 
go back and complete your first 
point. The result is that the letter 
becomes illogical and incoherent. 
Now, do not misunderstand what I 
have said as to the proper length of 
a letter. It may be four, five, or 
ten pages, if necessary; it should 
surely be long enough to cover 
everything you wish to say. But 
do not write a letter of two pages, 
if one page is enough to cover the 
ground.
“To resume our examination of 
this particular letter—don’t you 
sense the impatient note running 
through it? There must be some­
thing agreeable that you can say to 
this person to whom you are writ­
ing—if it is only the fact that he 
is a policy-holder in the company. 
I question, from the psychological 
point of view, the desirability of 
the paragraph which reads: ‘We 
note your comments regarding the 
practice of other companies. We 
can not, of course, undertake to ex­
plain their attitude toward this 
question. We can only advise as to 
the principles which guide the So­
ciety’s policy.’
“Unless you were asked specifi­
cally to explain the attitude of 
other companies, it seems to me it 
would be better business to leave 
out that paragraph. Ordinarily, I 
don’t believe in making compari­
sons—at least in letters. I don’t 
believe it pays. I believe that the 
general policy for you to adopt is 
to argue the merits of your own 
proposition, so that the person who 
reads your letter will not be con­
fused as to the difference between
the merits of your policies and the 
policies of the other companies; and 
certainly, if you can not say any 
more than was said in this letter, 
don’t indulge in comparisons.
“I have attempted to make this 
letter convey what it seemed to me 
it should convey, as follows:
“ ‘Mr. H. B. Jones, our agency 
cashier, at Spokane, has asked me 
to reply to your letter of April 
28th, in reference to why we charge 
interest on overdue premiums. I 
am very glad indeed to comply with 
Mr. Jones’s request, for I hope that 
by so doing I shall be able to serve 
you in a definitely personal way.
“ ‘Your objection to paying inter­
est on overdue premiums is doubt­
less due to the fact that the So­
ciety’s policy in this matter has not 
been fully explained to you. It is, 
of course, apparent to you that each 
day’s delay in the payment of a 
premium after its due date means a 
direct loss to the Society—that is, 
to the policy-holders; and the larger 
the number of policy-holders who 
avail themselves of the grace privi­
lege, without paying overdue in­
terest, the heavier the annual loss 
which the policy-holders as a whole 
would have to bear.
“‘You can readily imagine what 
a large total this annual loss would 
amount to if only one third of the 
policy-holders were to defer their 
premium payments for, say, thirty 
or thirty-one days. Don’t you 
agree with us, therefore, that it is 
only fair that those who make use 
of the grace period should pay for 
their accommodation, in order that 
those who pay their premiums on 
the due date may not be penalized?
“ ‘The whole matter, as we view 
it and as we believe you will now 
view it, is really a matter of com­
mon justice and fair play to all our 
policy-holders.’
“Don’t you get a different feeling 
from this letter, as revised, from 
that of the original letter? We now 
have a man-to-man appeal as to the 
reasonableness of the proposition— 
an appeal that, nine times out of 
ten, produces a favorable reaction.
“Here is another letter—one that 
is heavily apologetic in tone, though 
otherwise a passably good letter:
“ ‘We are indeed very sorry that 
any delay should have occurred in 
the payment to you of the dividend 
due. on May 22nd, under your 
policy. The inconvenience and an­
noyance to which you have been 
subjected is deeply regretted by us, 
and we desire now to express our 
sincere apologies. It is the aim of 
the Equitable to be prompt in ef­
fecting policy settlements, and it 
was our desire in your case to effect 
the desired adjustment promptly, 
particularly in view of our Metro­
politan Cashier’s assurance that the 
Society’s check would be placed in 
your hands not later than yesterday. 
Our arrangements were shaped ac-
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cordingly, and the check was en­
trusted to one of our representa­
tives for delivery, but, most un­
fortunately, he misunderstood his 
instructions. Just as soon as we 
discovered that a blunder had oc­
curred, we communicated with this 
representative and he in turn im­
mediately returned the check by 
messenger to this office, where you 
were waiting. We can only say 
that this appears to be one of those 
odd instances in which, despite 
every good intention, the human 
element fails.
“ ‘We trust that you will over­
look this regrettable experience, 
and accept our assurance that we 
stand ready at all times to serve 
you in connection with your Equi­
table insurance in any way properly 
open to us.’
“Let me call your attention to 
the expression properly open. 
These words suggest that the per­
son getting the letter might be dis­
posed to ask you to do something 
for him. That is an unfortunate 
suggestion. There are too many 
long words. Don’t use sesquipeda­
lian language, such as We exceed­
ingly regret the inadvertency; say, 
We are very sorry about this mat­
ter, etc. Use short words when 
you apologize. We might say some­
thing of this sort:
“ ‘You are thoroughly justified in 
being out of patience with us for 
our delay, which must seem inexcus­
able to you, in delivering the divi­
dend due May 22nd, under your 
policy. The error was of our mak­
ing, and we apologize to you very 
sincerely for the inconvenience to 
which you were subjected.
“ ‘You are certainly entitled to 
an explanation for our blunder, es­
pecially since our Metropolitan 
Cashier told you that you would 
get the dividend check not later 
than yesterday. The check was 
drawn and signed, and given to one 
of our representatives for immedi­
ate delivery. Unfortunately, he 
misunderstood his instructions. 
When we found this out, we tele­
phoned him, and he returned the 
check by messenger to this office, 
where you were waiting. We can 
only say that this appears to be one 
of those occasional instances in 
which, despite every good inten­
tion, the human element fails.
“ ‘Please overlook this error of 
ours, and feel that we stand ready 
at all times to serve you promptly 
in connection with your Equitable 
insurance.’
“Here is a very good letter, with 
the exception of the beginning—by 
far the best letter of the lot:
“ ‘Your favor of the 12th instant 
has been received, and, in compli­
ance with your request, I have had 
the record of this policy carefully 
reviewed to see if any way could 
be found to relieve you of the bur­
den of 'the outstanding loan, while
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at the same time preserving a sub­
stantial part of the insurance pro­
tection.’
“I revised the foregoing to read:
“ ‘Your request of April 12th, in 
connection with your policy, has 
been brought to my personal at­
tention. I have had the record of 
this policy carefully reviewed to 
see if any way could be found to 
relieve you of the burden of the 
outstanding loan, while at the same 
time preserving a substantial part
of the insurance protection.’
“The letter goes on:
“ ‘I deeply regret to have to ad­
vise, however, much as I should 
personally like to aid you, that it 
is not possible to do as you ask. 
The business of the Equitable, as 
you know, is conducted upon the 
mutual plan, and we can not extend 
to one policy-holder any benefit or 
consideration which we would not 
be prepared to grant to all policy­
holders. It is not a question of 
rule or arbitrary decision. It is 
simply impossible in the face of the 
facts to do as you ask. Your pro­
posal, in effect, is that the Society 
deduct from the face amount of 
$5,000 the outstanding loan of $3,­
044.55, issuing a policy free and 
clear of loan for the balance. This 
could be done, if the present cash 
value of your policy amounted to 
$5,000. But the face amount of 
$5,000 is not immediately available 
as a cash item. It is not payable 
until your death. The only way, 
therefore, by which the loan can be 
canceled is to deduct it from the 
present cash surrender value of the 
policy. Now on July 30th, 1919, 
the cash value will amount to $3,­
434.35. The loan, plus one year’s 
interest, will amount to $3,227.22, 
leaving only $207.13 as the actual 
cash available with which to buy 
insurance at your present age of 
76 years. It is most unfortunate 
that the loan practically exhausts 
the cash value of your policy, but, 
as can readily be seen from these 
figures, this is the case.
“ ‘If desired, the policy could be 
reduced to $2,000, but approxi­
mately two fifths of the present loan 
would have to remain against the 
reduced policy, the annual premium 
and the annual loan interest being, 
of course, proportionately reduced.
“ ‘It is a matter of real regret 
that, despite my personal inclina­
tions, it is not possible to grant 
the relief you seek, but the facts 
are as here presented. I sincerely 
trust that you will realize that the 
failure of your appeal is due wholly 
to our inability to do as you ask.’
“That is one of the best insurance 
letters I have ever read, not only 
from the view-point of psychology,
but from the view-point of sim­
plicity and naturalness of expres­
sion. Letters of this kind—letters 
that are genuinely personal—in­
crease good-will and build business.
I thank you for your patience in 
listening to me.”
AT a recent meeting of the direc­tors of the F. W. Wool- worth Company, Hilbert T. 
Parson was elected president. Mr. 
Parson joined the Woolworth Com­
pany in 1892 as an accountant. 
He became treasurer and general 
manager in 1916. This is one more 
instance where an accountant has 
risen to the executive leadership of 
a large corporation.
ROBERT GRANER, Pace Insti­
tute, has joined the staff of Riddle, 
Ebbels & Company, New York City, 
as a semi-senior accountant.
GOODWIN PRICE GRAHAM, 
Semester B student, Pace Institute, 
Washington, was married to Miss 
Margaret Elizabeth Moorhouse, at 
Trinity Church, New York, on June 
14, 1919.
A. M. LEWIS, Semester C, Cleve­
land School of Accountancy, Central 
Y.M.C.A. (Pace Courses), has 
joined the professional Account­
ancy staff of Nau, Rusk & Swear­
ingen, Cleveland, as a junior ac­
countant.
MERVYN B. WALSH, one of the 
valued members of the accounting 
faculty of Pace Institute, New 
York, and Miss Wilhelmina M. 
Wichern, were married on June 
18th, at Westfield, New Jersey, the 
home of the bride’s parents, Mr. 
and Mrs. Bernard Wichern.
R. WERT HARVEY and EGBERT 
S. HARVEY announce the forma­
tion of a partnership for practice 
as general accountants and audi­
tors under the firm name of Harvey 
& Harvey, with offices in the David­
son Building, Charleston, West Vir­
ginia. Egbert S. Harvey is a former 
Pace Student and a graduate of the 
Pace Institute, Extension Division.
MISS ROSE LEIN has been 
awarded the cash prize of fifty dol­
lars in gold which is given every 
year by Pace & Pace to the first- 
year student of the College of 
Pharmacy, Columbia University, 
New York, who shows the greatest 
proficiency in pharmaceutical ac­
counting and business law, as de­
termined by daily work and final 
examinations in these subjects.
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Plan now your
fall and winter program
of development—a develop­
ment made necessary by the post-war de­
mand for men and women who can serve and earn in the 
higher levels of Business. Investigate the following developmental 
courses of study which are now available in day and evening classes 
at Pace Institute in New York, Washington, and Boston, and in 
affiliated institutions:
Accountancy (Professional C. P. A. Course)
—a course that gives technical preparation for C. P. A., American Institute, 
and Civil-Service Examinations.
Shorter Accounting Course for Women
—a course that trains women in the basic principles of Accounting, including 
double-entry bookkeeping and principles of organization and management.
Law for Business
—a course that presents, for accountants and business men, the law as a 
science in its relation to the conditions of Modern Business.
English for Business
—a course that presents all aspects of English in a thorough and practical 
manner.
Secretarial Course
—a course that gives intensive training in the various duties likely to be 
required of private secretaries.
French and Spanish
—courses taught with special reference to the development of fluency in 
conversation, and ability in commercial correspondence.
Oral Expression {Public Speaking)
—a course that develops the ability of the individual to address others clearly 
and convincingly.
Fall classes (daytime and evenings) are already being organized at Pace Institute. 
Instruction in the Accountancy and English Courses is also available by Exten­
sion through the mails. Informative booklets and bulletins free upon request.
WASHINGTON 
1004 F Street, N.W.
Pace Institute
NEW YORK 
30 Church Street
BOSTON 
Tremont Temple
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